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Latin American Banana Producer Nations Respond To
Potential E.e.c. Quotas &amp; Tariffs
by Barbara Khol
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April 22: Economy and agriculture ministers from Ecuador and Banana Exporter Nation Union
(UPEB) members convened in Panama City to coordinate responses to the European Economic
Community's potential adoption of an EEC-wide banana import quota and tariff system, effective
Jan. 1, 1993. Although quotas and tariffs have not yet been defined, unofficial sources say the
the Latin American quota will be set at between 1.5 and 2 million metric tons, and the tariff at
20%. On April 6, the Community Commission recommended imposition of quotas and tariffs
on banana imports when customs unification occurs next year. The Community's Council of
Ministers must reject or approve the recommendation by July. [For previous coverage of EEC
concerns, and preferences articulated by Latin American and Caribbean banana exporter nations,
see the LADB's Central America Update 10/25/91, and the Chronicle 12/03/91, 02/25/92, 03/10/92,
and 03/17/92.] UPEB members include Costa Rica, Colombia, Guatemala, Honduras, Nicaragua,
Panama, Venezuela and Dominican Republic. Principal banana consumer nations are the US,
Canada, Japan and the European Community. EC demand comes to 3.34 million MT per year. At
present, the EC market is supplied by Latin America (60%), EC nations (21%), and former colonies
(19%). Banana industry expert Chilean Rolando Gabrielli told the Agence France-Presse that Latin
America accounts for over 65% of the global banana market. Panama, headquarters of the UPEB,
exports about 40 million 18-kg. boxes of bananas per annum, 86% destined to Europe. Germany
alone consumes 40% of Panamanian banana exports. April 24: In a letter to Abel Matutes, EC
commissioner for Latin America, Ecuadoran Foreign Minister Diego Cordovez warned that relations
between governments in the region and the Community may be "weakened" if restrictions are
applied to banana imports. Latin American banana producer nations are considering a boycott
of the second Ibero-American summit scheduled for late June in Spain unless the EC "changes
course." Ecuadoran President Rodrigo Borja proposed hosting a presidential summit of banana
producer nations in Ecuador before May 15 in order to prepare a "common front." Ecuadoran
banana export revenue in 1990 came to US$467.9 million, and in 1991, US$715.8 million. Total
export income last year totaled US$2.8514 billion. Bananas are the second most important export
product after crude oil. April 28: In Guatemala City, Honduran President Rafael Callejas asserted
that the EC is commiting an "extraordinary mistake" by imposing import quotas and other
restrictions. He added that such plans are contradictory to principles of free trade, and General
Agreement on Tariffs and Trade (GATT) regulations. May 2: In a statement, the Panamanian Banana
Producer Association (ABAP) said, "Liberalization of the banana market is the only guarantee for
economically viable trade, and making the rules of the game clear for all parties concerned." In a
letter published by a newspaper in Guayaquil (Ecuador), French Ambassador Jean Michel Gaussot
reiterated that Latin American banana producers' fears about the extremely negative impact of
EEC import quotas and tariffs "lack foundation." According to the statement, unification of the
European market next year does not imply exclusion of regioinal products such as bananas, but
rather provides a guarantee. Next, Latin American quotas can be increased over time while the
Community simultaneously seeks to protect other exporter nations. Ecuadoran banana producers
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had proposed that the government suspend acquisition of aircraft, trains and telecommunications
equipment from France and Spain, as well as promoting Latin American withdrawal from events
related to the Quincentennial. Gaussot said that Latin American banana exports to Europe, "in
particular Ecuadoran exports, could benefit over the next few years by the constant increase in
European consumption." EEC nations' banana consumption is currently increasing at an average
3% per annum. Gaussot pointed out that since 1979 the French government has provided US$175
million worth of concessionary loans to Ecuador for economic development projects. In addition,
Quito has received US$9 million in donations and substantial technical assistance. Moreover,
Ecuador has enjoyed a trade surplus with France in recent years. According to Gaussot, the principal
objective of the quota system to be adopted next year is to maintain diversification of supply
sources. The EC plans to guarantee banana exports for Caribbean banana producers, such as
Dominica and St. Lucia. For some Caribbean nations, bananas represent up to 70% of export income,
and the industry employs half the labor force. They are dependent on the EEC market which
absorbs between 95% and 100% of respective banana exports. Next, the ambassador said that if
the EC decision was not implemented via a community-wide regulatory mechanism, Caribbean
nations would be pushed out of the market by Latin American suppliers. Gaussot pointed out
that the EEC "has a duty of solidarity" to these island-nations, and "does not have the right to
condemn them to impoverishment by suddenly withdrawing their main source of income and
employment." Next, said Gaussot, Spain, France, Greece and Portugal must also take into account
the interests of respective citiziens who make their living from the banana industry, both in former
colonies and territories, such as Guadeloupe and Martinique. May 4: In a statement released to the
local media, Costa Rican Trade Minister Roberto Rojas said San Jose plans to launch a diplomatic
offensive in Europe to express "concerns" over Community plans for the banana trade. The Costa
Rican government, said the statement, "insists that [EEC] customs unification applied to bananas
must correspond to GATT principles, and guidelines adopted under the Uruguay Round." May
6: According to a statement by the Ecuadoran Industry, Trade, Integration and Fisheries Ministry
(MICIP), the government has requested that Jacques Delors, president of the European Community
Commission, reject all tariffs, quotas and other trade restrictions applied to bananas. Any type
of restriction, said the statement, will result in banana export volume and revenue. The letter
addressed to Delors was signed by Trade Minister Juan Falconi and Agriculture Minister Alfredo
Santos. Ecuadoran banana exports to Germany increased from 137,000 MT in 1989 to 404,000 MT last
year. For the first time, in 1991 Ecuador realized a trade surplus with Germany. May 12: Economists
say EEC protectionist measures would cause banana export revenue losses of up to US$400 million
per year in Central America alone. In Quito, Ecuadoran officials and local banana producers met
with an EC envoy. According to the EC representative, changing banana trade rules would not
necessarily be negative. Of a total 3.5 million MT in banana imports, the EC would continue to
acquire 2.2 million MT from Latin America. In addition, said the envoy, the EC market is growing.
In Brussels, Costa Rican Trade Minister Rojas told reporters that if the Community Council of
Ministers approves the executive commission's recommendations, Latin American governments
may join forces to "block" the GATT Uruguay Round. He pointed out that in 1991, Latin American
nations submitted a sensible proposal which included a 10% to 20% tariff on banana imports. The
proposal recommended that revenue from the tariffs be directed to banana exporters damaged
by a free trade regime (African, Caribbean, and Pacific nations, and Spain's Canary Islands). May
13: In San Jose, UPEB executive director Enrique Betancourt said the entire banana industry is
threatened by European protectionism and world market price decline. The downward trend
commenced in June 1991. Banana exports to the US and Europe have dropped by as much as 65%.
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Betancourt pointed out that the recent expansion of Latin American banana production was the
outcome of high prices throughout most of the 1980s, and the expected opening of the EEC market
in 1993. Approximately 3.5 million Latin Americans are employed in the banana industry. With
the exception of Germany, EEC member-nations currently impose a 20% tariff on banana imports
from non- Community nations. Germany is the Community's largest banana consumer. May
15: In San Jose, Latin American and European banana producers met to discuss advantages and
disadvantages of an EEC banana import quota system. The Latin Americans argue that quotas will
be devastating to the industry. European producers say free trade would wipe them out within six
months. Gerard Bally, delegate from the European Banana Producer Association (APEB), told the
Agence France-Presse: "The EC's objective is to permit survival of producers from the Community,
Africa, the Caribbean, and the Pacific (ACP). We only wish to preserve what we have." Bally
compared the current situation of banana producers with the coffee industry. He pointed out that
Central American coffee producer nations and others have opposed a negotiated quota system.
But in the context of trade liberalization since 1989, world market prices plummeted and coffee
producer nations are struggling to avoid industry collapse. According to Bally, the Community's
proposed quota system "seeks price and market equilibrium. The intent is not to continue quotas
indefinitely, but to prevent the US banana transnationals from monopolizing the global banana
market." In a joint statement, Latin American delegates asserted that EEC plans to impose quotas
and tariffs on bananas are in "violation" of GATT principles and regulations, and contradictory to
the EEC's pledge to GATT in terms of working toward free trade in tropical agricultural products.
Costa Rican Trade Minister Rojas said banana producer nations have already proposed a solution
"which takes into account all interests in play, and starting from a situation no more restrictive
than the present." Rojas announced that the presidents of Costa Rica, Panama and Honduras plan
to commence a European tour on May 18 to "inform" senior European officials of the importance
of bananas to respective economies. The minister pointed out that European governments have
different opinions on a Community-wide policy regarding bananas. The German government, for
example, is totally supportive of liberalizing the banana trade, alongwith Ireland, Belgium, Holland
and Luxembourg. On the opposite pole are England, France, Italy, Spain, Portugal and Greece.
These countries are committed to protecting their own banana producers or banana exporters in
former colonies. Fernando Cardessa, EEC representative in Central America, said the Community
is organizing of meeting of UPEB delegates and representatives of Community member-nations
aimed at reaching a compromise on the banana trade issue. The meeting will take place, he added,
within the next 15 days. Cardessa said that compared to current customs regulations applied by EEC
member-nations which provide no guarantees for Latin American banana producers, the proposed
Community-wide quota system is preferable. According to Cardessa, the EEC decided that a
"transition phase" preceding free trade in bananas within the next five to 10 years is "necessary." He
added that if free trade rules were imposed at present, the ensuing price war would hardly benefit
Costa Rica and other banana producers. Costa Rican officials announced that if the EEC Council
of Ministers approves the imposition of quotas and tariffs on Latin American banana imports,
Costa Rica and Colombia will submit a legal challenge against the EC within GATT. [Basic data
from Prensa Latina (Cuba), 04/21/92; Chinese news service Xinhua, 04/23/92; Spanish news service
EFE, 04/24/92, 05/12/92; Agencia Centroamericana de Noticias-Spanish news service EFE, 04/23/92,
04/28/92, 05/12/92; Deutsche Press Agentur, 05/12/92; Inter Press Service, 05/13/92; Agence FrancePresse, 04/21/92, 04/22/92, 04/24/92, 04/25/92, 05/02/92, 05/06/92, 05/12/92, 05/15/92]
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